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AGRICULTURAL  SURPLUSES -OPPORTUNITY  OR  DISASTER? 

Some  of  the  most  perplexing  problems  of  our  times  involve  the  world’s  rural  population.  Over  the  face 
of  this  earth,  roughly  two-thirds  of  the  people  make  their  living  from  the  lands  and  the  forests.  And 
each  night  two  out  of  three  members  of  the  human  race  go  to  bed  himgry.  It  is  a  shocking  indictment 
of  man’s  intelligence  that  this  should  be  so — ^that  seme  nations  should  struggle  with  problems  of  abvm- 
dance  while  others  suffer  in  abject  poverty. — Secretary  of  Agriculture,  Ezra  T.  Benson,  before  the  In¬ 
ternational  Federation  of  Agricultural  Producers,  Rome,  Italy  Sept.  9,  1955. 

While  this  Newsletter  is  heavily  statistical,  because  the  editors  wish  to  bring  together  as  many  of  the  salient  facts 
as  could  be  compressed  into  four  pages,  behind  these  seemingly  cold  figures  are  multitudes  of  farmers  worried  about 
falling  income,  consumers  concerned  about  high  food  costs,  mothers  distressed  by  the  sight  of  undernourished 
children,  scientists  unlocking  further  secrets  of  a  boxmteous  nature,  politicians  seeking  to  make  political  capital 
by  claiming  simple  solutions  when  there  may  be  no  easy  or  single  answer,  and  a  loving  God  who  holds  each  child 
in  the  world  as  precious  in  His  sight. 


SOME  FACTORS  IN  THE  SURPLUS 
SITUATION 

World  Population  and  World  Food  Needs 

According  to  the  Food  and  Agriculture  Organization, 
world  population,  which  numbers  about  2.5  bilhon,  is 
growing  at  the  rate  of  nearly  one  and  a  half  per  cent 
each  year.  Every  day  nearly  100,000  additional  himgry 
mouths  appear  at  the  breakfast  table.  Within  twenty- 
five  years,  the  human  family  is  expected  to  number 
between  3.5  and  4  biUion  people. 

Even  though  world  agricultural  production  is  in¬ 
creasing,  the  FAO  reported  a  httle  over  a  year  ago 
that  “fully  half  of  the  world’s  people  are  still  inade¬ 
quately  housed,  clothed,  and  nourished.”  Lord  John 
Boyd  Orr,  former  Director-General  of  FAO,  has  de¬ 
clared:  “Even  in  the  best  fed  countries  between  20 
and  30  per  cent  of  the  population  lack  food  on  a  health 
standard,  and  in  the  underdeveloped  countries  much 
of  the  population  even  before  the  war  suffered  from 
lack  of  food  and  at  times  from  actual  starvation.” 

Costs  and  Current  Holdings  of  the  Commodity 
Credit  Corporation 

Originally  intended  to  raise  farm  income  from  de¬ 
pression  lows,  price  supports  were  continued  during 
World  War  II  as  an  incentive  to  all-out  production. 

1  Since  the  war,  surpluses  have  resulted  from  the  per- 
Ipetuation  of  high  supports,  increased  production,  and 
decreased  buying  at  home  and  abroad.  Because  the 
Commodity  Credit  Corporation  of  the  Department  of 
Agriculture  supports  prices  through  loans,  purchase 
agreements,  and  purchases  of  surplus  commodities,  its 
current  costs  and  holdings  best  reflect  the  present 
“surplus  problem.” 

On  July  31  the  investment  of  the  Commodity  Credit 
Corporation  in  price-support  commodities  amounted  to 
$7,010,823,000.  This  was  made  up  of  loans  out-standing 
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of  $2,085,339,000,  and  the  cost  value  of  inventories, 
$4,925,484,000.  For  the  fiscal  year  ending  June  30, 
1955,  the  program  loss  on  price-support  operations 
totaled  $799,061,464.  Cmrent  estimates  on  storage  costs 
run  around  a  million  dollars  a  day. 

The  authorization  for  total  borrowings  was  increased 
from  $10  billion  to  $12  billion  by  Public  Law  344,  84th 
Congress,  approved  August  11  1955.  This  represents  the 
ninth  increase  made  since  1938,  when  the  borrowing 
authority  of  the  CCC  was  only  one  half  a  billion  dollars. 
By  next  spring  it  is  estimated  that  the  CCC’s  invest¬ 
ment  in  loans  and  stocks  may  exceed  $11  billion.  From 
1932  to  1954,  the  U.S.  Department  of  Agriculture  spent 
$8,469.2  million  for  programs  designed  to  “stabilize  farm 
prices  and  income.”  While  the  CCC  disposed  of  $600 
miUion  worth  of  products  in  domestic  outlets  and  $1.1 
biUion  worth  abroad,  during  the  last  fiscal  year,  still 
the  accumulation  in  CCC  inventories  grows. 

Not  all  holdings  of  the  CCC  are  properly  classified 
as  “surplus”;  “reserves”  should  also  be  considered.  For 
example,  estimates  on  what  would  be  called  an  ade¬ 
quate  reserve  for  wheat  range  from  three  to  five 
hundred  million  bushels.  Surpluses  might  thus  be 
defined  as  stocks  in  excess  of  normal  carryover  or 
needed  reserves  for  crop  failures  due  to  unfavorable 
weather,  or  for  use  in  a  national  emergency. 

Tlie  U.S.  Farmer 

Representative  Harold  D.  Cooley,  Chairman  of  the 
House  Committee  on  Agriculture,  quoted  Don  Paarl- 
berg,  assistant  to  the  Secretary  of  Agriculture,  as  saying 
recently: 

Farm  prices  have  drifted  downward  while  costs 
have  stayed  up.  Farm  income  is  down  nearly  30 
per  cent  since  1947.  Per  capita  incomes  of  farmers 
are  only  50  per  cent  as  high  as  incomes  of  non¬ 
farmers.  The  farmer’s  share  of  the  consumer’s  food 
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Four  commodities  account  for  most  of  the  CCC  loans: 


Cotton,  upland  . 

Com  . 

Tobacco  . 

Wheat  . 

Other  (cotton,  beans,  rice,  flaxseed,  etc.) 


6,335,798  bales  ... 
300,145,774  bushels 
784,492,242  pounds 
19,091,186  bushels 


Major  items  in  the  inventory  of  CCC  as  of  July  31,  were  as  follows: 

Wheat  .  963,926,174  bushels  

Com  .  578,372,814  bushels  ... 

Cotton,  upland  .  1,660,993  bales 

Butter  .  284,753,909  pounds  . 

Cheese  .  358,382,178  poimds  . 

Rice,  rough  and  milled  .  11,619,174  cwt . 

Grain  Sorghum  .  46,944,053  cwt.  . 

Wool  .  151,921,564  poimds  .... 

Barley  .  70,186,700  bushels  .... 

Cotton  Linters  .  726,299,610  pounds 

Dried  Milk  .  211,964,950  pounds  .... 

Oats  .  40,961,428  bushels  .. 

Cottonseed  Oil,  refined  .  204,293,556  pounds  .... 

Other  . 


.  $1,083,172,799 

.  469,694,085 

.  396,763,445 

.  41,107,791 

.  94,600,514 

Total  $2,085,338,634 


.  $2,527,736,933 

.  984,506,216 

.  290,083,845 

.  175,729,754 

.  143,350,049 

.  129,545,870 

.  129,544,319 

.  101,808,458 

.  92,128,204 

.  69,896,829 

.  35,349,046 

.  34,753,942 

.  32,288,631 

.  178,762,110 

Total  $4,925,484,206 


dollar,  which  was  52  cents  in  1946,  now  stands  at  42 
cents.  Farm  income,  which  comprised  10.3  per  cent 
of  the  national  income  in  1947,  is  now  only  about  6 
per  cent. 

The  Census  Bureau  reported  on  October  18  that  be¬ 
tween  1947  and  1954,  average  income  increased  sharply 
for  all  employed  men  except  farmers  and  farm  laborers, 
whose  income,  on  the  average,  fluctuated  erratically. 
On  the  same  day  the  Federal  Trade  Commission  re¬ 
ported  that  sales  and  profits  of  manufacturers  hit 
record  highs  in  the  second  quarter  of  this  year. 

The  following  table  indicates  the  declining  farm  popu¬ 
lation  and  declining  percentage  of  the  farmer’s  income 
as  compared  with  the  total  income  of  the  coimtry. 


upkeep.  As  J.  T.  Sanders  former  legislative  counsel 
for  the  National  Grange,  points  out,  such  costs  as 
these  cannot  be  avoided  or  reduced  materially  by  clos¬ 
ing  down  part  of  the  farm  operations.  If  anything  the 
tendency  is  to  expand  to  meet  falling  prices.  There 
are  on  our  farms  today  39  miUion  units  of  field  horse¬ 
power — tractor  or  animal — or  50%  more  than  the 
power  of  20  years  ago,  emd  the  use  of  mechanical  power 
is  increasing.  About  80  per  cent  of  all  labor  is  fur¬ 
nished  by  the  farmer  and  his  family,  and  the  farmer  is 
not  hkely  to  let  this  labor  remain  idle.  A  recent  study 
of  the  Department  of  Agriculture  concluded  that  if 
farmers  used  their  presently  available  know-how,  they 
could  increase  their  volume  by  from  50  to  75  per  cent 


Year 

Farm 

Population 

Total 

Population 

Per 

Cent 

Income  from  all 
Agricultxiral  Sources  * 

Total  income 

Per 

Cent 

1940 

30,547,000 

132,122,000 

23.1 

$  6,323,000,000 

$  78,067,000,000 

8.1 

1954 

21,890,000 

162,409,000 

13.5 

16,541,000,000 

277,101,000,000 

6.0 

*  While  a  bushel  is  a  bushel  over  the  years  a  dollar  may  be  only  a  half-dollar,  so  that  in  making  comparisons  over  the  years,  the 
variation  in  the  value  of  the  dollar  and  in  production  due  to  weather  conditions  has  to  be  taken  into  account. 
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The  number  of  farms  has  decreased  since  1940  from 
6,350,000  to  5,425,000  in  1954,  and  yet  the  increase  in 
agricultural  production  during  that  time  has  been 
phenomenal.  Over  a  milhon  of  these  farms  are  rural 
residences  or  subsistence  farms  with  sales  of  less  than 
$250  in  1949.  The  disparity  in  farm  income  is  indicated 
by  the  fact  that  the  upper  10  per  cent  of  the  total 
number  of  farms  reported  53  per  cent  of  all  farm- 
product  sales. 

Are  Surpluses  Local  and  Temporary? 

No.  They  are  a  world  problem,  and  in  the  United 
States  probably  a  continuing  problem.  Other  countries 
are  or  have  been  confronted  with  surplus  questions, 
as  for  example,  coffee  in  Brazil,  bananas  in  Central 
America,  rubber  in  the  Far  East,  grain  in  Canada, 
Austraha,  and  Argentina. 

Farmers  are  hkely  to  keep  up  high  production. 
Total  acreage  harvested  in  the  United  States  has  ranged 
from  342  milhon  in  1941  to  364  milhon  in  1949,  or  a 
total  range  of  only  6  per  cent.  It  was  345  milhon  in 
1954.  Many  of  the  farmer’s  costs  are  fixed  and  rigid — 
taxes,  land  investment,  interest,  the  operator’s  labor. 


from  the  same  acres  of  crops  and  pastures,  and  from 
the  same  number  of  hvestock  now  being  used.  Whereas 
in  1840  each  farm  worker  produced  enough  food  and 
fiber  to  supply  himself  and  nearly  3  other  persons,  by 
1954  one  worker  produced  farm  products  for  himself 
and  about  17  other  persons.  The  problem  of  surpluses 
is  further  comphcated  by  the  great  variety  of  types  of 
farming — one  crop,  multi-crop,  hvestock,  fruits,  vege¬ 
table,  dry  land,  irrigated,  and  so  on. 

HOW  SURPLUSES  ARE  BEING  MOVED 

The  following  are  by  no  means  mutually  exclusive 
or  complete.  Some  of  these  figures  overlap.  But 
they  do  indicate  something  of  the  complexity  of  the 
problems  and  of  possible  solutions. 

Foreign  Trade 

It  may  be  sxuprising  to  the  reader  that  the  United 
States  has  imported  considerably  more  agricultural 
products  than  it  has  exported  during  the  last  few  years. 
Many  agricultural  imports  are  non-competitive,  how¬ 
ever,  such  as  tea,  coffee,  and  bananas.  For  the  last 
two  fiscal  years  beginning  July  1,  the  figures  were: 
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Exports  1953-54  1954-55 

Total  all  commodities  .  $15,234,858,000  .  $14,870,277,000 

Total  agricultural  .  2,935,905,000  3,142,559,000  (21.1%) 

Imports 

Total  all  commodities  .  10,497,763,000  10,421,847,000 

Total  agricultural  .  4,175,892,000  3,785,919,000  (36.3%) 


The  estimated  acreage  used  for  export  products  ranged 
from  a  total  of  13  million  acres  in  1941  to  55  million 
acres  in  1951.  The  figure  for  the  crop  year  1954  was 
30  million  acres. 

Foreign  Trade  must  be  a  mutual  process,  and  if  the 
United  States  is  to  maintain  an  expanding  economy 
and  an  increasing  amoimt  of  exports,  it  must  receive 
an  expanding  amount  of  imports.  Secretary  of  Agri¬ 
culture  Benson  has  stressed  that  our  agricultural 
export  policy  is  based  upon  three  principles:  fair  com¬ 
petition  on  the  world  market,  competition  in  quality, 
and  participation  in  a  mutually  profitable  international 
trade  that  gives  our  customers  abroad  the  continuous 
opportunity  to  earn  the  foreign  exchange  they  need 
to  buy  our  products.  However,  the  United  States  has 
used  authority  to  invoke  import  quotas  on  certain 
dairy  products,  cotton,  wheat,  and  feed  grains  to  pre¬ 
serve  price  support  programs  for  these  conmiodities. 
Wheat  Agreement:  The  international  wheat  agreement 

is  aimed  at  assuring  markets  for 
wheat  for  exporting  coimtries  (chiefly  the  United 
States,  Canada,  Australia,  and  France)  and  supphes 
of  wheat  to  40  importing  countries.  The  present  quota 
for  the  United  States  is  about  194  million  bushels. 
Exporting  nations  sell  for  a  maximum  price  of  $2.05 
per  bushel,  while  importing  coimtries  are  to  buy  at  the 
minimum  price  of  $1.55  per  bushel.  Between  the  floor 
and  the  ceiling,  wheat  is  free  to  move  at  prices  agreed 
upon  between  buyer  and  seller. 

Sales  of  U.S.  wheat  imder  the  agreement  from  Aug¬ 
ust  1,  1949  through  May  10,  1955  have  totalled  1,178,- 
000,000  bushels.  In  the  crop  year  1953-54,  26%  of  the 
854,000,000  bushels  of  wheat  in  world  trade  was  handled 
under  the  wheat  agreement.  The  CCC  subsidized  the 
American  share  of  this  at  about  80  cents  a  bushel  to 
the  tune  of  approximately  $200  million  during  the  year 
ending  March  31. 

Barter:  The  value  of  agricultural  commodities  under 
barter  contracts  shipped  from  the  United 
States  during  the  fiscal  year  1955  was  about  $120  mil¬ 
lion.  Forty-five  million  bushels  of  wheat  represented 
about  85  per  cent  of  the  total  value  of  commodities 
moved.  About  90  per  cent  of  the  value  of  barter 
contracts  negotiated  diming  the  year  involved  the  ex¬ 
change  of  agricultural  surpluses  for  strategic  materials 
for  mihtary  use  or  stockpiling. 

Sales  for  Local  Currencies:  The  Agricultural  Trade 

Development  and  Assis¬ 
tance  Act  of  1954,  amended  in  August  1955,  provides 
that  up  to  $1^  billion  may  be  used  during  a  three- 
year  period  to  dispose  of  agricultural  surpluses  abroad 
and  receive  local  currency  in  exchange.  Up  to  October 
27,  $525,400,000  worth  have  been  committed  since  the 
program  got  under  way  a  little  over  a  year  ago. 

Mutual  Security 

The  Mutual  Security  Act  of  1954  requires  that  at 
least  $350  milhon  of  the  funds  appropriated  for  the 
Foreign  Operations  Administration  programs  must  be 
used  for  the  sale  of  surplus  agricultural  commodities 
for  foreign  currencies.  The  total  amount  spent  under 


this  act  up  to  June  30,  1955  has  been  $961  million. 

A  large  share  of  this  amount  has  been  handled  through 
voluntary  agencies. 

Mainly  under  the  Mutual  Security  Program,  the 
United  States  has  sent  the  following  amounts  of  wheat 
to  India  and  Pakistan:  in  1951-52,  71.2  million  bushels 
to  India  at  a  market  price  of  $170.1  million;  in  1953-54, 
a  grant  of  22.8  million  bushels  to  Pakistan  amounting 
to  $67.4  million  at  CCC  rates;  in  1954-55,  6.4  million 
bushels  sold  for  local  currency  in  India;  and  in  1955-56, 
to  date,  a  grant  of  375,000  bushels  to  India  and  Pakistan 
for  flood  rehef,  valued  at  $1  million  at  CCC  rates. 

The  U.N.  Food  and  Agriculture  Organization 
The  United  States  was  a  leader  in  turning  down 
the  World  Food  Board  and  the  International  Com¬ 
modity  Clearing  House — two  proposals  made  in  the 
FAO  for  deahng  internationally  with  problems  of  agri¬ 
cultural  production  and  distribution,  without  having 
brought  forward  any  alternative  international  me¬ 
chanism.  The  FAO  does  have  a  committee  working 
on  the  prevention  and  use  of  surpluses.  In  India  the 
FAO  has  had  a  project  in  which  surpluses  have  been 
used  to  help  finance  some  important  programs.  But 
the  FAO  budget  is  still  tiny  in  comparison  with  world 
need — $6  million  from  71  countries,  plus  $6.6  million 
from  the  UN  Expanded  Technical  Assistance  Program 
for  1955. 

Surplus  Give-Away  Programs 

Prehminary  figures  for  the  year  ending  June  30,  1955, 
indicated  that  1,073,900,000  pounds  of  surplus  foods 
valued  at  $306.6  million  were  distributed  to  needy 
people  at  home  and  abroad. 

Donations  Abroad  Through  Voluntary  Agencies: 
Nineteen  agencies  including  the  American  Friends 
Service  Committee,  Catholic  Relief  Service,  CARE, 
and  the  United  Nations  Children’s  Fund,  distributed 
579,757,000  pounds  of  butter,  cheese,  dry  milk  and 
cottonseed  oil  products  to  57  countries  during  the  fiscal 
year  ending  June  30,  1955,  with  a  value  of  $146.7  mil¬ 
lion.  Requests  for  food  for  distribution  abroad  are  met 
after  all  domestic  demands  have  been  satisfied. 

Domestic  Donations  to  Needy  Persons:  One  hundred 

million  pounds 

valued  at  $34.7  million  went  to  charitable  institutions 
and  198.7  million  pounds  valued  at  $58.4  million  went 
to  needy  persons  in  family  units  certified  by  state 
agencies.  The  number  in  family  units  varies  from 
month  to  month,  but  in  March,  3.3  milhon  needy 
persons  actually  received  the  commodities. 

Disaster  Relief:  One  of  the  sobering  aspects  of  the 
surplus  situation  was  the  large  pro¬ 
duction  in  1954  when  a  widespread  area  was  affected 
by  one  of  the  most  serious  droughts  on  record.  More 
than  100  milhon  bushels  of  grain  were  supphed  to 
farmers  and  ranchers  by  the  CCC  at  greatly  reduced 
prices. 

School  Lunch:  The  National  School  Lunch  Program 
rests  on  two  motivations — to  provide 
nutritious  food,  and  to  aid  in  distributing  surplus  food 
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to  children.  What  is  done  in  the  way  of  surplus  dis¬ 
posal  varies  materially  from  year  to  year  depending 
on  available  supplies. 

About  one-third  of  the  schools  and  around  11  million 
out  of  the  35  million  children  in  school  participate  at 
present.  During  the  last  fiscal  year,  $83  million  were 
appropriated  to  the  school  limch  program.  This  was 
augmented  last  year  by  $43  million  worth  of  Commodity 
Credit  donations  of  surplus  foods  under  Section  416  of 
the  Agricultural  Act  of  1954,  plus  $27  million  from 
custom  receipts  to  buy  commodities  as  provided  for 
in  Section  32  of  the  Agricultural  Act  of  1935.  In  ad¬ 
dition  to  these  three  sources  totaling  approximately 
$153  million  there  is  a  special  school  milk  program 
amounting  to  more  than  $17  million  last  year  to  en¬ 
courage  more  local  purchasing  of  fresh  milk,  and 
which  is  aimed  to  reach  $50  million  a  year.  Adding 
to  these  figures  what  is  spent  by  the  states  and  local 
communities,  the  school  lunch  program  represents  a 
gross  expenditure  of  some  $615  million,  but  still  less 
than  one  per  cent  of  the  $64  billion  total  spent  for 
food  in  the  U.S.  in  1954. 

CURRENT  PROGRAMS  TO  PREVENT 
SURPLUSES  FROM  ARISING 
Reductions  in  Acreage  and  Marketing  Quotas 

Secretary  of  Agriculture  Ezra  Taft  Benson,  speaking 
before  the  International  Federation  of  Agricultural 
Producers  in  Rome  on  September  9,  said  that  in  the 
United  States  recently  wheat  producers  had  reduced 
acreage  30  per  cent  in  two  years;  cotton  growers,  28 


per  cent;  and  that  tobacco  growers  were  continuing! 
to  produce  under  marketing  quotas.  However,  most  of| 
this  acreage  cut  back  in  wheat,  com,  cotton  and  tobacco 
goes  into  other  crops.  With  better  seed  and  cultivation 
and  more  fertilizers  used  on  the  land  under  cultivation, 
such  reduction  has  not  resulted  in  preventing  serious 
surpluses  so  far.  For  1956  the  cotton  acreage  has  been 
reduced  to  17.4  milhon  acres  as  over  against  26.9  mil¬ 
lion  in  1951,  and  27.4  million  in  1949.  For  wheat  the 
1956  acreage  is  55  million.  In  1950  it  was  73  million. 

Price  Supports 

Congress  and  the  Administration  next  year  may 
be  faced  with  a  host  of  measures  to  tackle  the  question 
of  surpluses  and  to  bolster  farm  income.  Prominent 
wiU  be  the  battle  over  whether  to  replace  the  current 
flexible  (within  a  rather  narrow  range)  price  supports 
with  hi^  fixed  price  supports,  and  whether  either 
method  will  solve  the  surpliis  problem. 

It  has  not  been  possible  to  analyze  the  very  com¬ 
plicated  questions  of  price  support  in  this  brief  News¬ 
letter,  nor  proposals  to  take  40  to  50  million  acres 
out  of  production,  nor  two-price  systems,  the  “Brannan 
Plan,”  an  international  food  reserve,  or  a  domestic 
allotment  plan  to  supplement  the  diet  for  low  income  || 
groups.  But  for  an  overall  view  of  current  problems  in 
agriculture,  we  have  seen  nothing  more  comprehensive 
than  the  130-page  report  of  the  American  Assembly 
held  May  5-8,  1955,  at  Harriman,  New  York.  For  a| 
copy,  write  to  Courtney  C.  Brown,  Executive  Director,  jj 
Room  401,  Graduate  School  of  Business  Building, 
Columbia  University,  New  York  27,  New  York. 


A  sound  domsetic  and  world  economy  would  be  one  where  a  person  produced  what  he  could  and  exchanged 
his  products,  services  or  labor  for  what  he  needed  with  a  maximum  of  cooperation  with  his  fellow  men.  Thatil 
is  the  goal  to  strive  for  constantly  in  a  self-respecting  society.  But  with  a  world  in  want,  there  but  be  aid  in}! 
addition  to  exchange,  in  such  a  way  that  giving  does  not  humiliate  the  recipient  nor  inflate  the  giver — ^whether 
person  or  a  nation.  No  one  of  us  is  good  enough  to  hold  in  his  hands  the  decision  to  give  or  withhold  that  which  | 
may  mean  the  life  or  death  of  another.  Would  it  not  be  right  to  say  that  food  products,  once  having  been  produced 
in  a  hungry  world,  and  not  having  been  sold  through  regular  or  special  trade  channels,  ought  to  be  eaten,  even  if 
it  means  giving  them  away  at  home  and  abroad?  If  so,  should  this  giving  be  done  by  the  farmers  alone  or  by  all 
of  us  as  taxpayers?  If  food  is  to  be  given  away,  how  can  it  be  done  without  disrupting  normal  trade,  adversely 
affecting  prices,  humiliating  the  recipients,  burdening  the  taxpayer,  spoiling  the  spirit  of  giver? 
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